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US officials say that Chile has been slated as the first Latin American nation outside of Mexico to
be invited to join the North American Free Trade Agreement (NAFTA). Negotiations over Chile's
adhesion to NAFTA which began in late 1993 are seen as the first step in the eventual construction of
a hemisphere-wide free trade zone.
Meanwhile, Chile is pushing forward with its efforts to negotiate bilateral free trade accords with
most of its South American neighbors. Since October, Chile announced a new trade pact with
Colombia, signed a host of technical accords with Ecuador, and held new rounds of trade and
cooperation talks with Bolivia, Venezuela, Brazil, and Argentina. When former president George
Bush first opened negotiations over NAFTA with Canada and Mexico, his administration conceived
of the three-member trade agreement as the first phase in the construction of a vast free trade zone
that would eventually stretch from Alaska to Argentina.
As a result, the NAFTA treaty which took effect on Jan. 1 is now considered the established
framework through which President Bill Clinton's administration will begin to forge the crosscontinental trade zone. Indeed, the NAFTA treaty's accession clause (article 2205) specifies that
other countries or groups of countries may join the NAFTA, subject to the terms agreed on by the
original member nations and in accordance with domestic approval procedures in each of those
three countries.
The US plans to host a hemisphere-wide presidential summit in Washington before June to discuss
the initiative. At the summit to be attended by 34 western heads of state the US will attempt to set
the guidelines through which Latin American and Caribbean nations will begin to join NAFTA,
with the goal of completing a region-wide free trade zone over the next 10 to 15 years. Among other
things, the summit will provide details of what steps participants must take to qualify for acceptance
in the trade zone, such as deregulating their financial markets and eliminating non-tariff barriers
to trade. In addition, the summit will define whether countries will be required to negotiate their
incorporation on an individual basis, or whether clusters of countries will be allowed to enter en
masse, such as the four members of the Southern Cone Common Market "Mercosur," Argentina,
Brazil, Uruguay, and Paraguay.
Throughout 1993, US officials repeatedly singled out Chile, Argentina, and Venezuela as the first
three nations that would likely be considered for adhesion to NAFTA. With the treaty now in
effect, however, US officials have decided to immediately open negotiations with Chile, given
that country's progress in stabilizing its economy and in opening its domestic market to foreign
trade and investment. "Bill Clinton's government is ready to open negotiations with Chile
beginning on the first day of 1994, when the NAFTA takes effect," said Mickey Kantor, the US
Trade Representative, in December 1993. In fact, preliminary discussions among officials from both
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countries began in late 1993, paving the way for the first formal meetings in January between Chile's
Treasury Minister, Alejandro Foxley, and Carmen Sopure Brady, the US Commerce Department's
representative in trade negotiations with Latin American countries. According to Foxley, the trade
talks will largely center on investment protection, environmental concerns, and intellectual property
rights, although many other details must also be worked out. The negotiations are expected to
gain momentum after the regional presidential summit this year, with the goal of signing a final
agreement before the end of 1995. And, according to Patricio Silva Chile's ambassador to the US
who participated in preliminary trade talks since last year- -the Clinton administration will request
"fast track" authority to speed congressional approval of an accord with Chile.
The fast track waives the US legislature's right to alter the content of the accord by forcing Congress
to simply vote "yes" or "no" on the entire bill once it is submitted by the executive.

A mutually beneficial relationship
Chile's adhesion to NAFTA would be mutually beneficial to Chile and the US, according to a
new study released in December by the Santiago-based Latin American Economic Investigations
Corporation (Corporacion de Investigaciones Economicas para America Latina, CIEPLAN).
The study financed by the Inter-American Development Bank (IDB) and the UN's Economic
Commission on Latin America (ECLA) estimates that US exports to Chile would jump by at least
27.5% once a trade pact takes effect. Indeed, Chile's robust economic growth, which has averaged
8% per year since 1990, was a central incentive for the US when choosing Chile as the first nation to
be targeted for post-NAFTA trade talks in Latin America, since US companies are anxious to take
advantage of Chile's rapidly expanding domestic market.
On the other hand, CIEPLAN estimates that Chile's exports to the US would jump by at least 4.4%
in the first year, representing an extra US$310 million in income, equivalent to about 1% of GDP. At
present, about 17.5% of Chile's total annual exports are sold on the US market, about 90% of which
are raw materials and semi-processed goods, and the remainder manufactured products.
"We believe that in the first year, a trade accord would allow Chilean industrialists to increase
their sales on the US market by about US$100 million," said Pedro Lizana, president of Chile's
Industrial Development Association (Sociedad de Fomento Fabril, SOFOFA). Canada and Mexico
are also likely to rapidly approve Chile's adhesion to NAFTA. In November 1993 when it was still
not clear if the US Congress would approve NAFTA President Patricio Aylwin's administration
began exploratory talks with Canadian officials to negotiate a bilateral free trade accord in case
NAFTA collapsed.
And, in early January, Canadian Foreign Commerce Minister Roy MacLaren visited Chile for a
round of talks over that country's rapid integration into the trade agreement. "Chile's entrance
into NAFTA would be very positive, since increased trade means greater economic growth for
both our countries," said MacLaren. Mexico and Chile already have a bilateral free trade accord in
place, and Mexico has enthusiastically backed Chile's incorporation into NAFTA since last year.
"The treaty is only the first step toward a hemisphere- wide free trade zone, and in that respect
there is already a broad consensus that Chile's economy is the best prepared in Latin America
to participate immediately in the integration process," said Mexico's ambassador in Chile, Jorge
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 5

LADB Article Id: 57009
ISSN: 1060-4189

Eduardo Navarrete. Chile and Mexico expand trade In fact, in September 1993, Chile and Mexico
began reviewing methods to broaden their bilateral trade accord. The agreement, which took effect
in January 1992, calls for the gradual elimination of tariffs on most products by 1988.
In 1992, the accord led to an immediate 60% jump in the value of trade between the two countries, to
US$265 million. According to preliminary estimates by Navarrete, the value of trade in 1993 grew by
another 21% to US$320 million, and both nations have set a goal of US$500 million in trade by yearend 1995. At present, Chile exports mostly raw materials and semi-processed goods to Mexico, the
bulk of which consists of lumber, fish meal, and a variety of agricultural products, especially fruit.
In contrast, Chile mostly imports manufactured goods from Mexico, such as cars, trucks, and high
technology products. In November, the two countries signed a new import sanitation accord which
should significantly boost Chilean fruit exports to Mexico over the next two years.
Under the agreement, Mexico will station its sanitation inspectors directly in Chile to examine
Chilean fruit shipments before they are sent abroad. That would help avoid the losses which
plagued Chile's fruit exporters last year, when Mexican officials repeatedly rejected Chilean agro
imports as they entered Mexican ports. The Chilean Cattle and Agriculture Service (Servicio
Agricola y Ganadero, SAG) which negotiated the November agreement now estimates that Chilean
fruit exports to Mexico will grow to about ten million boxes by 1995, compared to just 2.5 million
boxes sold there in 1992. Both countries are also seeking to promote joint investments between
Chilean and Mexican businesses, especially in the textile and industrial sectors. Some 30 business
representatives accompanied Mexican President Carlos Salinas de Gortari on a visit to Chile in midOctober for a round of trade talks, and a 12-member delegation of Chilean clothing manufacturers
in turn visited Mexico in mid-November. "
Chile's image in Mexico has greatly improved," said Renato Ibarra, vice president of the
Mexican Business Council for International Affairs (Consejo Empresarial Mexicano para Asuntos
Internacionales, CEMAI). "Most businessmen now consider Chile a country that has made
enormous progress in opening its economy, creating excellent possibilities for doing business
there." More bilateral trade agreements Meanwhile, alongside the negotiations with the three
members of NAFTA, Chile continues to pursue an array of bilateral trade accords with most of its
neighbors in South America. In fact, Chile's entrance into NAFTA would mark the first time Chile
has agreed to join a multilateral trading bloc, since until now Chile has preferred to negotiate only
bilateral pacts with other countries.

Reaching out to South American neighbors
On Dec. 6, Chile and Colombia signed a free trade accord, which took effect on Jan. 1. The
agreement immediately eliminated tariffs on a select list of goods, mostly non-traditional export
items. Tariffs on most other goods will be gradually reduced over the next five years, with duties
completely abolished by 1999. A list of about 320 "sensitive" items, however, will be excluded from
the accord, including textiles, glass, ceramics, petroleum and petroleum derivatives, copper, and
some other raw minerals. The accord is expected to at least double the value of bilateral trade by
1977. Chile will immediately benefit, since about 40% of its exports to Colombia are products which
became duty-free on Jan. 1, such as wine, apples, raisins, garlic, and other agricultural goods. In
contrast, although Colombia does sell some agricultural and agro- industrial goods to Chile, the
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majority of its exports are chemicals and manufactured goods, which will not become duty-free until
later on.
Trade and cooperation talks are also steadily moving forward with Bolivia, Ecuador, Brazil,
Argentina, and Venezuela. Following are the most recent developments: * In mid-October, Bolivian
President Gonzalo Sanchez de Lozada visited Chile to participate in the Oct. 14-16 Rio Group
presidential summit, marking the first time a Bolivian head of state has travelled to that country in
170 years. "It causes me great pain that I am the first Bolivian president to visit this city in 170 years,"
said Sanchez in a speech at ECLA's headquarters in Santiago. "It's a major embarrassment for both
our countries, and it should make us reconsider our relations.
This mutual lack of communication and understanding cannot be permitted to continue." According
to the Bolivian Foreign Ministry, Sanchez's visit marks the start of a "new era of relations" with
its neighbor, and negotiations are expected to begin soon to reestablish diplomatic ties. The two
countries broke relations in 1962 due to disagreements over their common border. (Following
the 1879 war with Chile, Bolivia completely lost land access to the Pacific Ocean.) In November,
Chile's deputy foreign minister, Rodrigo Diaz Albonico, met with Bolivian Foreign Minister Antonio
Aranibar to initiate exploratory talks over territorial concerns and diplomatic relations. As a
result, on Nov. 26, Bolivia's Foreign Ministry established a 10-member panel of experts (Consejo
Consultivo Permanente) to explore new foreign policy initiatives toward Chile. The thaw in relations
is generally attributed to the efforts to reconstruct trade ties, which began in early 1993.
In March and April of last year, Chile and Bolivia signed two novel accords: a joint air traffic
regulation agreement that outlined mutual operating rights for each other's national airlines, and a
partial free trade accord that reduced or eliminated tariffs on a select group of 100 agricultural and
industrial products (see Chronicle 03/04/93 and 04/15/93). * In late October, Chile's Foreign Minister
Enrique Silva Cimma travelled to Ecuador where he signed five new cooperation accords with
Ecuadoran Foreign Minister Diego Paredes: 1) an investment promotion and protection agreement;
2) a formal commitment to negotiate a bilateral free trade accord in 1994; 3) an agreement to broaden
technical cooperation between both countries in response to Ecuador's request that Chile provide
aid and expertise in mining, tourism, housing construction, and social development programs; 4) a
commitment to explore joint environmental protection projects; and 5) an accord to coordinate antinarcotics efforts. *
In September, technical delegations from Chile and Brazil opened negotiations over an "economic
partnership act" aimed at increasing commerce, promoting joint investments between businesses
in both countries, and evening out their trade balance. The partnership act will likely pave the way
for a free trade agreement later on. Trade between those nations is already significant, although
highly lopsided in favor of Brazil. In 1992, for example, the value of trade totalled US$1.4 billion,
with US$470 million in Chilean exports to Brazil, and US$930 million in Brazilian imports. The
delegations also began reviewing concrete proposals to construct an Atlantic-Pacific rail line that
would link Chile's port of Antofagasta with Brazil's ports of Santos and Rio Grande. The delegations
reviewed six possible routes two through Bolivia and four through Argentina and agreed to draw
representatives from those two countries into future talks. *
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On Feb. 15, President Aylwin and Argentine President Carlos Menem will inaugurate the
Transandino oil pipeline, which both countries began jointly constructing in late 1992. The pipeline,
which runs 425 km. from Argentina's Neuquin province to Chile's Port Vicente, will transport
about 17,000 cubic meters of crude per day from Argentina to Chile. Chile's state-run National
Petroleum Enterprise (Empresa Nacional de Petroleos, ENAP) which hopes to offset more expensive
imports from other countries financed about 13% of the project's costs. The remainder was paid for
by Argentina's Banco Rio de la Plata and the former state petroleum company YPF (Yacimientos
Petroliferos Fiscales). The Argentine government expects the project to provide a sure market for
the country's crude, while at the same time lowering production costs and opening the possibility of
exporting petroleum through the Pacific. *
In November, the Venezuelan government agreed to grant Chilean investors special "business
visas" that will last three years and allow them to freely enter and exit the country. The agreement,
signed by the foreign ministers of both countries, is the outcome of negotiations to increase
opportunities for investors under the bilateral free trade accord, which calls for the elimination of
all non-tariff barriers to trade. The accord which took effect in July 1993 commits both countries to
gradually reduce, and then completely eliminate, tariffs on some 300 products over the next four to
six years.

Pursuing membership in APEC
Finally, Chile continues to aggressively promote its trade relations outside of Latin America,
especially seeking to strengthen ties with Asian countries. In October, President Aylwin visited
Australia and New Zealand to lobby for Chile's acceptance as a member nation of the Asia
Pacific Economic Cooperation Forum (APEC). The Forum which formed in 1989 is a non-binding
consultative body aimed at increasing trade, investment, and cooperation among its 17 member
nations, which include the US, Canada, Australia, New Zealand, China, Japan, South Korea, Taiwan,
Hong Kong, Indonesia, Malaysia, the Philippines, Singapore, Thailand, Brunei, New Guinea, and
Mexico. New Guinea and Mexico were admitted as members at the last conference of APEC heads
of state held in November 1993 in the US. Chile had hoped to be admitted as well, but the group
decided to postpone Chile's inclusion until the next summit, to be held in Indonesia later this
year. According to APEC spokespersons, the group feared that if Chile and Mexico were admitted
simultaneously, it would encourage other Latin American nations, such as Peru and Ecuador, to
immediately seek membership. The APEC nations are concerned that if too many countries are
admitted too fast it could make the forum "unmanageable."
Chile could benefit substantially from inclusion in APEC since about 50% of Chile's annual exports
are presently shipped to the Asian members of APEC. In fact, in 1992 Japan became Chile's single
most important export market, absorbing about 18% of the country's exports that year. Chile is
already a member of two other Asia Pacific forums: the Pacific Basin Economic Council, which
groups business associations, and the Pacific Basin Economic Cooperation Council, which is a nongovernment tri-partite organization that includes representatives from the public, private, and
academic sectors in member countries
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